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State Policy and PrivateHigle Education:
A Preliminary Research Report

William Zumeta and Carol. Moek.

This pa er is an overview and preliminary report on aspects of a 2-1/2

'year study of statelloolicies and independent"postsecondary education financed

by the National Institute of Education (contract # 400-83-0054 Astin 9/85).

. *Thektudy period ends in' March 1986.

The contractor is the Higher Education Research Institute at the

University of Calif-i-ori,a, Los Angeles. In addition to the present authors,

project senior staff include Alexander . Astin, Kenneth C. Green, .and

Wellford W. Wilms, some of, whose work is iscussed herein. The authors are

grateful to them for th4ir contributions and to the National IiOstitute of

ucation for its support, Of course, the contents of this paper are the

respons i bi 100y of the authors alone.
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State POlicy and Priv.ate Higher Education:

A PreliminaRy RsearCh Repoit

Will Zumeta and Carol Mock

'I. 41troduction

Ptirpose 4nd Structure of the Paper/

I

This paper(providesan ovfervieei of a severer-year, natioaal study of

state pol icy and independent possecondary education.
msto

We begin by explining the baSic conceptual frame ork that guides the

'research. A:cornerstone of this 'conceptual framework is the idea that, as a

starting point, a state's array of policies toward postsecondary education,

including the independent sector, can be usefully chaAicterized on a continuum

accprding ,to the degree of stet nterventioW in the allocation of
.

institutional roles and resources. We pmp,size three. "nodes" on this

_continuum of state poliEy postures laissez- faire, market competitive, and

direct regulatory. postures. Our investigation focuses on four areas of state

.

policy that are IDf central concern to the independent sector access /choice

4

policies, direct. institutional assistance, planning and program review, and

information pOlicie.
.fs

Aftek explaining the conceptual fe'amework and considering i.ts utility, 'we

will present some preliminary findings from our field work to date in two

states and relate these to the framework.. In the third section we discusats our

ideas and prelimiAari findings regarding empirically-grounded concepts of

state policy 'postures, and regarding relationships between state

1
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characteristics and specific policies toward the independent' sector (e .,g.,.,g.

levels of slate aid to the indepencitint sector and its students).

sketch thecle'sign of our planned.statistical analyses of the

impacts of stage poliCies on various 'indicators. of the health of the private

sector and its constituent institutions. Finally, we-discuss very briefly the

existing literature and our plans for further work on the impacts of states'

planning/programreview and information policies on the independent sector.

Some concluding remarks complete the paper.

Overview of the Conceptual Framework

0

State policies toward independent institutions range from the seemingly ,

simpl to the very complex. The "pattern" of state policies and actions

acros the nation looks more like a patchwork quilt than the product. of

chrec1 edior coordinated policymaking. AmobT.the forty-nine states that .have

indep ndent institutions (there are no private'colleges in Wyoming) there are,

at one level, forty-nne seemingly different approachy: to the independent

sector of postsecondary:educatiOn.

An important goal of our'researlh is to make some conceptual sense of the

appar,ent "non-pattern" of state policies towards independent institutions. We

believe this to be essential' if work in this field is ever to progress beyond

ad hoc conclusions based on single state studies and simple descriptive

taxonomies of limited value for understanding or 'prediction. The utility of a

conceptual model is more tha'n academic. .Even a preliminary effort' in this

direction should be of _value to both state and institutional. dOcisionmakers

and analysts by providing a set of logically connected policy ideas and a

2



framework for foreseeing the consequences: of 'particular types" gf state
.

pol,icies (or inictidni).

. Our'oaKytual framework is presented ip Figure 1 on the followinpAge.

.

This mOdel draws from' the, substa,ntial literature on states and their 6°

governments and on government regulation" of private enterprises, There are

several underlying-postulates.' FirstYwe hold that higher educatjon should he,

vi'ewed in the larcier context of a state's posture and practice in other human

service 'policy, areas (e.g.,- health carel, elementary /secondary education,,

social services). ;Secortd, a range of state characteristics .("state

variables ") such as state wealth, the relative si.ze, of the private higher'.

education sector in the ,state, state government modernization, and Var ious

other socioeconomic and political .variables help determine the naturof state

policy postures toward postsecondar>, education. These in turn are associated
/

with worticuler types of^polities, 'and particular implementation mectianisms.

and strategies. Finally, policy outcomes or results are related to both a

state's policy posture and the implementation mechanisms it employ's,

Drawing, on the literatur about regulation in general and state

interactions With the'postsecondary educatidn sector in particular, we believe

that. state policy postures, toward pastiecondary. edycation can be. usefully

cat, orized into the'three distinct types mentioned above: laissez-faire,

marketcompetitive, and' regulatory. ,These categoriei should'be regarded as

ideal-types rather than as pretise empirical descriptions of any state or
4

states today... We do think these categories are useful in providing benchmarki

for empirically-based characterizations. The -111ree basic t>4pes of state

policy postures are deicribed below.

3



State Variables .

O

7

(Characteristics ofil
states, their- in-
dependent post-:.

secondary sectors,
and their political
and policymaking.
systems and. tra-
ditions)

Figure 1

A Conceptual:Model-of State Policies-and

Independent Postsecondary Education

(2)

State.Policy Postures

Laissez- Market
faire Competition.

. .

The'state'policy postures are depicted as lying on.acentinuum representing the degree of government involvement
in the allocation-of iwitutions' goals (missions) and resources (students,. programs and associated funds). .

We do hot, however; claim that a state's policies. will necessarily. evolve inexorably from left to right on
the continuum. This is a question for. research. W

VC'

(

Nature of Politics of.
Postsecondary Vducation'.

Specific Policies. and'
Direct Implementation'-Mechadisms
Regulation Ord Strategies

(vis- a -vis:

1. aCcess/cho
2. institutional

tance
3. academic planning

and program review
.4. information policy)

e

assis-

(4)

) Outcomes

5

Has ,state policy

been implemented
as intended?

2, What have been'its
substantive effects?

3, Have Ehe,outcomes
led:to feedback
effects on (1)-(3)?
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The Laistel-faire Posture

For .many years, a nuMber of states.had few if any policies thit directly.

. .

affected postsecondary education, beyond tax subsidies. that benefited, all

nonprofit institutions and. bOget-arrarigements that essentially "left the

money or the stump" for the public, instftutiohs to pick up (See Zumeta, .Green

and Mellott 1985, .Chapter One).. As. such, these states had a. "hands off" or

laissez faire posture toward postsecondarAeduceiion.

*This laissez-faire posture was.perhaps the most prevalent statecapproach

to postsecondary education until the 1960s.ApweVerl-given pressures on state

governments over. the pas4 t two decades to develop statewide, mAhanisms for

planning and coordination. (some might say regulation or control) of

.postsecondary education,. the pragmatic meaning of a laissez7faire posture hat

changed somewhat. While proba no state-approacties-:Ihe .pure laissez -faire

pole today, a modified laissez-faire posture with a limited even perfunctory,

state role is. possible. The'activities of the ,institutions or "segments" of

the ,systerk. (flagship university,. 'state. college/university system,. communi.ty

colleges, indepetident colleges and proprietary-schools).in. such: a.state Would

'hotbe planned.or coordinated by the state in any very Pserious.or consistent

way (though. some .kinds of structure's that are supposed to .plan and coot di

,nearly always exist thesedays), .much. less regulated or controlled. 'The

distribution of annval. subsidies would not be determined by. a carefully

.thought -out state plan, though a document with such a title might well exist.

Rather, patterns of state financial suPprt'for jnstitu.tioni would be' largely

the product .of the politics of budgetary incremenfalism (Davis,.Dempster.and

0

Wilda.vsky 1966; 4ildaysky 1984)..

4
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In the contemporary context the laissezfaire pdsture is probably most'

plausible as a strategy ,for, perhaps more preciuly a pattern ofl dealing

with the independent sector .4includipg both nonprofit-and proprietary

institutions). Given the substantial 'dollars involved in staet subsidies in

even the smallest states, is laisSez-faire approach is no longer plausible for

dealing.. with public institutions. As for independent. institutions, .a

laissez -43%re :state policy approach would essentially ignore, them in such

areas as dire) state'. support, student aid, the setting .of .public

*
'institutions' tuition and fee structures, state-level information collection

and disseth nation, and academic planning and, program review. Under some

cii-cums ances, a laissez-faire-policy toward postsecondary education and in
)

.particular toward independent institutions --,in a specific issue area migh4

o'

be combOied with one of the.other policy approaches described bela0,4-110-

The Market Competitive Approach

Some states seek to avoid detailed planning for postsecondary

institutions, yet prefer not to let the chips fall where they may as .in the'

laissez-4aire model.' Instead, as in the'regulatory model d cribed below., the

state authorities take a comprehensive view .of the Ipostsec ndary education

resources in the tate, including the independenit institutions, butunlike in

the regulatory appreachattempt to promote evekhandedcompetition within and

.

across sectors.
r

.,This "market competitive" approach inv Ives. a Aare- 'active pasture than

. _
the A .siez-faire Model.'_Howevery states se king:to implement this apProach. .

aA/44would a! orpt_to facilitate the workings of e competitive marketplace rather
--.......

. .

than to replace it or .tOritrol 'it extensively. as in the regulatory posture.
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Hence,

. A.

I t . .

. -

under the market competitive.-modell state intervent wions ould
.

. '.4k
-.: x..

liiiiiiied to the tasks associated with .addreising the various "market- .

imperfections" (e.g., differentia* tuition subsidis, the. presence of

. .

/3

.q.
near monopolies in some markets, inadequate .consumerliAarmation)

characterize' the postsecondary educaiion marketplaee jenian 19B1).

CdnsequentlY, the market model involves a.Mdre .active state posture than

laissez- faire. But beyond spkific'and carefully targeted intir.ventions to

11"perfecU! the marKe,ti state*, poricy. under this i9 .its pure Arm would.

alloWboth public and private institutions (a) to plan and .modify qhei.r own

6

offerings without state control, and (b) to compete directly for. stuents and

the resources tied td them with minimal direct state involvement.

_e.

Direct Regulation

A state operating in the direct regulation mode would be unwilling t:o°
. ...

I

leave decisions about the allocation of students and resources, along with the

closely related issues of ijistitutional'health .and'survival, to the markett

.

.

./' .
.

. even' a -market influenced by government efforts. to Ameliorate .its
.

. .
. . . .,,,

. .
. .

. . -,
`imperfections., Instead, the state would seek, to. limit' what it ,saw as tftt

1 de,letrious effects of unregulated competition (e.ollicostly duplication of
..

programs; competitive -pressures. to degrade quality) w.ithin'and.adross sectors

-.4nd.tO take upon itself'decisionmalOngon matters it judged the intlitut-ions

would not handle in the-brod,.public interest .I The pr,imar echinisms the

regulatory state would use to accomplish these purposes ,'matter. planning "..
4

(or some variant thereof), the annual' budget_ and. related controls (see-

"°4%
'e

Thompson's, Jones and Zunieta 1985),* program review, and informatton polity.

12
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0f .course we are aware that real states will rarely fi t neatly hpl,to one
.

of our thre
1%.

co CeptUals boxes 'across all jssue areas. But i t is reasonable to

expect that pol icises that display %pine consistency across Ossue °areas w i l l be.

. more 1 ikely than rand& ibi nat i ons to 'oc0 cur'\ if' our not yon is correct that

calt4es in the.. same broa i el d have.' some . common de tafim inants , and if

pol icymakers act i vel y , seek policies that complement one anotNir. ,'we

wi 11 'doubtless f incr that most "1 ive" states must be characteri zed empirically .

11 ,

at varipUs points' between the three nodes on our theoretical cc nuUm. 1

, .

we may f indt states that Icannot be character izedmeaningful l yon terms of our
-),94

.0 categor i es at ill . One possibility is that some states wi I show little .

.,.

. . con4istent'rationale '(e i ther expl ic i t or ,de facto) for their. particular set of.

i es toward the 'independent sector, perhaps because. di fferent sets of

, forces , prevalent at different times shaped poi i cies in. the -several i ssue

4
areas. Even so i t, will 'be interesting tb see if recent fiscal and competitive

4 pressures navel) ed to efforts t

any such "ad hoc" pol icy :states.

"rat fonal ze" policies across issue areas in
"4.

lelki4 Another interesting quest i on: to what extent the recent 1.1i story of

. ,

. -
part icul ar states gives evidence of movement over time from the area of oneevidence

. -. .

, ,,1 ..
,

node toward, another, i,:n particular, from laissez faire to one of the Others,
4

. ,V 4

or -from direCt- regulation' io-marKet coMpet i tive (or viCe ,*versa). Of course, ,..;)

. s ,

we are alto look ing for ev4nCe as tc.f;! what may be causing any patterns of

movement 'discovered. Findipgs on these. points. *should be of considerable

interest 'to institution-levil'Oficialus seeking to discern the direction, of

state pol icy, as wel 1 'as to state col icymakers seek ing to learn systemat i cal ly
.1 ,

from the experience of their' pifieri.

1

U

t
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The Pr)rritn
4

Ade suggetted earlier that7there may be links alros*broad policy' areas

,(such 'as higher,, ,elication,. elementary/secondary. education,. health, social

service*, efc.) )n the policy approaches adopted by individual states. One

J.

might then eIpect to see simiari.ties across such seemingly-similar policy'w ..
...... ,

,- fa .

areas as state postures toward the collegi'ate and independent.

proprietary sectors. We are researchillg this' question ttlrough our fieLd work .

and study of documents.. from individual states. Fortunately, we also have
4

access to a national survey,of proprietary schdols. and their statewicie

- organizations sponsored by the' Association :of- Independent Colleges and
.

,Schools,. the American Council on Cosmetolcigy Edu,ation, And the National

Association of Trade an4 Technical Sthools. Preliminary analysis of this

dat'al as. well, as our own review of other sources of infmatiOn available to

us, suggest that there may not be a,close -correspondence in 01 icy .approaches
.

AP

to the collegiate and proprietary sectors within 'states. 'Typically, the

proprietaries are' not eligible for state direct institutional aid programs
10

(where these exist) available to independent colleges;. in some cases their

students are not eligible foe state student aid funds as are' private college'.

students; and, on the whole, the Okoprietary schools appear to be more heavily

regulated than the independent colleges. In many of the states, dealings With

proprietary schools are conducted by different state agencies. (e.g.

department.of education, consumer protection agency, department of justice),

k
from 'those responsible for the stale's dealings.wTth the nonprofit Collegiate

P

. sector. Thus,. except where otherwise noted, what we say below applies only to

the collegiate sector.

A
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II. Impressions from the Field

'To date we have conducted Several days of. field work in each of three

states, addition to shorter visits to and telephone interviews with

intlivi'duals from several other states. We haVe also collected a large volume

of docUments and statistical data from many states: This threetiered

approach is designed to permit us to incorporate most or all of the states in.

our analysei of ',statistical data on the determinants and ippacts.of policy in

such well-documented areas as student aid and institutional assistaOce -

polilieS. By careful choice of a few states for intensive fIeld.workiand a

larger set for more limited,. but still substantial analysie in the issue areas

less susceptible to study by means of centrally available data, we are seeking.

to use our litniied resources so as.to maximize the generality of our findings.

In this section we discuss ourpreliminary impressions from field interviews

with state and institutional officials in Awe of the states selected for

'intensive, field-based study. These are California and Indiana. (The third

state, New Ycrk, will be' considered in the context of oilir discussion of the
,

determinants.of state-policy outputs.)

E3asisihoosinck the Three States'

9141. chose Indiana for detailed study because, unlike the other states we

planned to visit, it. is a state of modest size and wealth (34t among the

states in per capita income), and most importantly, because its policy
.

orientation toward .higher education appeared (and stilt appearOto be closest

to our market cornpititive. Weal-types 'state Policy posture. We. selected'

California in part because of its large size, widely - heralded professionalized

legislature, and record of, leadership in.ivigher education poliCy, but also

M1

9
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because its policy orientation with respect to the independent sector seemed

111 0

to be an interesting.mi/x. of laiitez-faire and market.competitive policies,

Hew York was chosen also in' part for its size and national visibilitY, bdt

primarily becaUse, in''many% respects, it represents the furthest any state has

gone. in the ,direction of the central' planning and control envisaged in our

direct regulation ideal-type .posture.

'California and Indiana

We consider these two states together here partly for reasons of economy'

of space, but also because their policies provide useful points. of similarity
AP

and .Contrast. -In addition, the 'private collegiate sectors in both these

states, though significant in size and political. influence, are modest on both

counts. in relation to the state's public higher ducation sector.' We will
.

now seek to summarize some of the major impressions and tentative conclusions

from our field work in these two states in each of our four key issue areas.

Access/Choice Policies
I'

Efforts to reduce net price differences between public and private'

institutions the "tuition gap," net of finanCial aids are a key element

in a market compeAitive state policy regime. In contrastOn a laissek-faire

regime t'$ stale. ignores this"' net price gap, allowing the indepedthent.

instituilions to, fend for themselves' without state subsidies. State

policymakers can affect the net price directly. in essentially two ways

through their influence over fee structures:in the public institutions and

through state student aid programs. (They can also try. to do so ,'more

indirectly through inttitutional assistance programs, which are discussed

below.).

10
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In both*Californie.andlndiana we found that state officials exert their

.substantial influence over public sector fee .structures owith. little or no

regard for the effects these may have on the private secttor's ability to

recruit students. In this respect both would appear to be laissez-faire

states. On the_ other. hand, inikebth states student aid conissioni have

existed for airumber of years, and both a substantial share of their ;funds

(about. 50% in Indiana, nearly 60% in California) go to indepeAent college.

students. Interviewees in both states told us tint these 'student aid programs
. .

.

. 4 .

were. seen first and foremost as a nonintrUsi ve way for the state' to aid the
,

pritiate higher eduCation sector by .reducing the net pisice gap. Secondarily,

since_ public institutions' students are also, eligible, they are seen." as

mechanisMs for inserting some desirable consumer choice features into the

higher education marketplace. TheSe,iprograms are .important to' many of 'the.

l%

independent colleges 'in both states in .competing with public' institutions for

students, and they clearly represent a substantial step in the direction of 'a

market competitive policy posture.

Yet, in recent years state appropriations for the student aid commissions
a. 4 . .

in both California and Indiana have lagged faN behind costs of attendanCe.

This has occurred at a time when 'federaf student aid, spending has alsb been
----..

relatively stagnant, thus increasinethe publicschOols' net price advantage.

Significantly, ,state,student aid funding has also lagged considerably behind.

state approprjations to the public institutions.

In California there has been clear evidence 0 a decline 'in the

. independenidsictor's .share'of,"Cal Grant" awardees and the state dollars their

represent (Caiiforni c Governor's Budtjet for 1984-85:' E210) at family income

eligibility ceLlings maximum award levels" have not kept up4with the., rowth

17
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i.n .private college costs. This issue. Is thus the number one policy priority

of the AssocCagon of Indeperident California Colleges and Uni0ertities.

In Indiana, an informal understanding between the sectors assures that

the independents' students get .about hjlf* the State Student Assistance

Commission's (SSACI) aid dollars, but since these have barely increased at all

. in real terms since4P1977-78, the independent colleges, especially the

poorly-endowed-ones, are very worried about their. failure to keep up with

40*

costs. Overall, the private, sector's enrollment is stable, but a number of

these schools admit to being at the bottom of their applicant 'pool. A joint

Independent' Colleges and Universities. of Indiana and Indiana tommissionon'

Higher EduCation study has documented a sharp increase. in the proportion of

institutional revenues allocated .to student aid over the last decade

(Independent Colleges.and Universities of Indiana 1984), and4most independent

institutions said they' were being forced. by competiti '1 e pressures into.

large-scale (but unpublicized) tuition discounting., There is also evidence of

an upward shift in the (inflation-adjusted) family income profile of the

student's who do enroll in private colleges and a decline in their minority

enrollments.. PresidInts uniformly complained thaf the demands for student aid

were robbing their 'operating budgets and proceeds from fund-rai-sing.campalgns

of funds required to hire and adequately compensate faculty and staff,

0
purchase instructional equipment and 'library. materials, and maintain thei

physical plant, If these claims can be documented convincingly, there. would

seem to be real implications for the quality'of education these schools offer

and thus for genuine student choice. Not. surprisingly, securIn9 incroased

funding for SSACI (while' alsO .strengthening it administra-Uyel>; 4nd

of

.0*

12 ,
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polit'atly) it the 'top.legislative priority of..the IndepeNdent Colleges and

Wive ities If Indiana.s

Interestingly, in both California and Indiana the next state budget (for

the fiscal period commen&tng 'July 1, 1985) is,expected to bring considerable

ief to the independent institutions on they student aid. front. :(This
.

procest,,
.

actually began -t rhe current fiscal year in .California.)
.

Appropriation's increases for both states' student aid commissions are expected

to be much greater 'than the rate of inflation, and substantially larger than

gains made by the public .institutions. 64 xourse, flie.favorable revenue

picture in both states is the major reason that increates are.possible. The

larger .increases for ttudtnt aid than for public .insitutiolls are inepart a

'function of the realization that the private institutions favorite .program

. -

has, been "starved". for several years. (This^is consistent wit s' basic'

equity nor s that pervade budgetary politics (S;e.Wildaviky 1984) ;)* ButHn
.

,

both slates, though more strongly in Indiana, Knowledgeable state officials
.

. .

mentioned that this pattern accords. with the long-term interest of some of

those with influence over policy in seeing more of the state's spending on

higher education tied to students and their choices with less appropriated

directly to institutions-. If it were maintainedover a period of years, such

a pattern would clearly represent an important move toward a market

competitive *policy posture. There are, 'however, indications that Such a

pattern of consistent differentkal increases will be difficult to sustain

politically in either state.
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'Institutiolll Aid

In a laissez-fafre.state we wou expect to see no such institutional aid

to nonpublic schools. In a true market competitive state we would expect a

.

policy preference for.' aid through 'students rather. than for providing it

idirectly to institutions. 'To the extent the state did .aid independerit

institutions', we would. expect it to come in. as indirect and-

competitively-oriented. a Planner as possible. :For example, the state might

legislate that private inttiAutions or groups of them could utilize state ,

bonding authority, that -private-institutioni be eligible to compete for state

. contracts and grants, andor that special tax incentives be proVided for

donations to both public and private colleges.(

...

.

.

.

Neither California nor Indiana has i pro gram of direct state fiscal

assistance toprivate colleges and universities (as some twenty states now

do), and thee seems to be no prospect of one emerging soon in either state...

Close scrutiny does, however, turn up various. contract and grant programs in

.4

. which private colleges and universities compete for state funds, and some

.arrangements between public and priate institutions (e.g., between Purdue

,University and, Anderson College in Purdue's Statewide-Technology Program) that

- putt state. dollars landing into the_coffers of private iftutions. . The

'amounts .of state money involVed are modest, however. While we hive not as yet

explored this issue 'as fully in California, it is our on that, in

general, the :indepeNdent 'sector is much. less likel looked in

Indiana, where it is,' in relative 'terms, larger,, and w re 'there is a

tr,adition that it be involved in some measure in most new state iniAiatives

touthing on higher eduCation.

I 14.
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Indiana also goes4further than California in regard to tax int4ii'tives for

donatione.. to educational, insiOutions, an .area of :Most concern to .the

independent schools. Indiana provides'credits against state income taxes, up

.to specified limits, for ;individual and corporate donations to educational

institution, whereas California, like most other staXes, provides only

de'duct'ions from taxable income. . Both states, though Indiana earlier, have.

established capital financing.authorities under state law that pirmii private

institutions to take advantage pf the state's taxcXemOt bonding.powers.

Overall, in the area Of institutional aid, while both states have

laissez-faire roots, each has .taken some -steps .in the market competitive

direction. Indiana has gon urther along this paJh than California,'to

Academic Planning/Program R view

In t field our con eptual model, implies that a laissez faire. state

would Kaye only pe functory inVolvflemerit in hiker education planning. or

. prograWreviiewi and its attention would be limited to the public sector. A'

true marketcompetitive,state would also leave both public And private sectors

largely to their awn deyices in mounting and terminating programs,.but only in

the context of state policies in other areas (student aid,' institutional

assistance,' information policies) designed to more rly equalize

public-priAte :competition. In contrast, a regulatory state would monitor

program configurations. in. both sectors closely, seeking to weed out

duplication and thus competition aswell.

As already indicated, in both California and Indiana net prices (tuition

and fees less financial .aid) charged to students jn the two sectors have

generally. become less equal in recent years, partly as a' result of state

15
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funding policies. At the same lime.competilion for Students has intensified

(particularly in Indiana where the demographici are less favorable). Thus,

.
is riot surprising that disagreements over new courses. and programs, which of

-course have enrollment implications, have increased in both States.. We have

4--
been a little' surprised, ip fact,. ', that the level of conflict remains low

iCalifornia).to moderate (Indiana). Most of the conflicts occur when public

institutions (suth as. Purdue or Indiana University:regional campuses, or

California State U' ity campuses) seek to' offer new Courses-or prOgrams at

their helatively low tuition.rates 'geogr hic areas that ex'isting'private

colleges regard as their "back yar0".

In both states, but probably more so in Indiana, the highef education.

commission generally seeks to ,keep out of institutions' academic decisions and

as some sympathy for the values of.competition and student 'choice among

.programs. There is also the pOwerful ,argument. that students.ought to have

access to low-priced (i.e., public) alternatives'as well aShigh-priced (i.e.,

private) ones. Thus, the commissions in :these two states do not appear to be

eager to intervene in these disputes. They much prefer to see them settled

between the parties.

*
Yet it appears, especially in Indiana, that if the affected independent

institutions are. concerned enough and are willing and able to press their.

case, they .are able to get 4 serious hearing from the commission (or more '

cconlyits. academic affairs staff). The commission (or staff) deliberations

on tt..!issues seem tO be only very generally constrained by the standard

.program review criteria conterniAg.needdemind, relative costs and the like.

Rather, the 4undamental dynamics seem to be pOlitkcalcwith the commission

seeking a settlement that avoids unseemly public con4ict and possible

16
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I

legislative interventn with its unpredictable outcomes. . The more

ipolitically .influential one or both the parties, the more concerned the

commission ;is likely to beltand the more closely Et tends to listen'Ao that

party. We found clear evidence that the commissions see;keeping suclilvdisputes

"within the [higher education] family" as an importnt part of their role, and

the key tir.their own political viability (fee also Zumeta,6reen and Mellsoff.

1985: Chap4r Four).

AThus, in this area, aS'IMissdOt That touch on, the sectors' relative
,

,.prices, a market' competitive ,policy orientation has proven politically

difficu to implement and sustain. Moreover; such difficulties in 'the

"tuition- gap"' area tend to exacerbate thdse in planning and program 'review

since private insAitutionS feet mbre Ahreatentd when their competitors'priC*

. advantage is. large.

InformatiOn Policy
.

.laissez-faire state would hive little use, for extensive information

-about independent institutions. On the other hand, a regulatory state would

(4
haYe an appetite .for the Aarge amounts of data on 411 sectors usually hbught

necessary for centralized planning, polia development, and mpnitoring. The

scope.of the market competitive state's/dgta needs 'for policymaking purposes

would fall somewhere between these two .poles. They would be foCused on the
,

.

information .necessary to. develop and *valuate incentiveAllased. policiel..

des,igned . to pr;ottote evenhanded compel i tion while limiting birec't. state

intervention... In additionsa .true market competitive state's information-
,

policy wouId'feature a special 'focus on 1)roviding,. and .encouraging the

provision of, 'consumer-oriented nformation on such matters as instiAutioms':

I
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comparative costs of attendance- .(including financial aid), student body

characteristics, persistence rates, outcomes for graduate's, and the like (see,

for example, El-Mhawas 1978; Stark 1978; Gill, Chapman and Miller, 1980). Such.

an. apprtach. is a part of the market competitiveregime'l efforts to address

"market failures" in the higher education marketplace ('Breneman and Finn 1978,

pp. -417-18)--in this case c.ith respect ft adequate information for consumer

de c isi onmak i ng

-Overall generalizations about the scope of datacollecfion b

higher education authorities is.difficult, but both California and

appear to fall ,4t the low end among the states. in terms of amount ,of
't

'policy-oriented informat ion. col lected.,about the independent sector, especially

on an ongoing basis. In regard to consumer information, as 'in most other

areas, .Indiana has gone' considerably further than California (and .quite

probably further., than any other state) in the marke't competitive direction

outlined above. California's efforts are limited to responses to individual

inquiries and publication of an annual directory tf.colleges and vocational

schools in the statelistingtheir location, enrollment, and de programs

offfered. The responsible officials at the. CalifOrnia Postsecondary EduCation

Commissionsay there are no plans to go beyond possibly adding fee. and campus,

housing'data to this list.

Indiana's ommiision on Higher Educatiogo 'by contrast, has 'nurtured and'.

now spun df.f an autonomous Training and.Educational Data Services Corporation

-that' sells a fairly sophisticated on-line data service on educationl.tuining9.

and. job 'opportunities available to Indiana residenttt such centers as

libraiges, counseling off ices and the like. It includes data on costs,
# ,

fihancial aid; size of campus, residential facilities available, specific

18
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programs available, typical program
.4 length, links between programs and jobs,

and some 'projections of future job 'opportunities. It is designed to frame

I
responses to individual jonquiries. (For instance,, the system could provide a

. 4

prospective student with'a listof schools in aspecified geographic area with

residential campuses, majors in a given. list of fields, with costs less than

$X, and so on.). While there remain problems*with the system and its coverage,

progress is apparently being made to overcome them. In. any case the system

represents a. substantial initiati've.preCisely along the lines

our market competitive model.

4 1110 State Characteristics and Policy Outputs.'

envisioned in

As we said above, a major premise underlying our work on this project is'

the .belief that. state policies affecting private. institutions-cannot be

understood exclusMiely in terms of traditional higher education concerns
114

alone. Dramatic changes in state governments have taken place silICe' the

mid-sixties, a period which roughly corresponds to.that of the greNth of state

Kand federal) higher 'education spending. Tor example, many states have

moderni2ed by strengtheASg the executive powers of-their governorsl' sand by

creatingsprofestional and well'staffed legislatures. In the last twenty years

the states ave actually surpassed the federal government as the center of

governmental activity and growth. More importantly, they. remain the primOy,

arena for higher education policy' making. Does this,increased capability of

state governments to provide and relate Social servicei. affect state

postures towards the ..independent" sector? Does the level of resources,
, ,

development, and. goVerning capacity in a .statt affSt the way particular .

policies-,impact on independent institutions and their,situdihts? The next two

I
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sections of this paper describe aspects of our research which are related to

these questions.

Determinants of State Policy butouts in Higher Education
ti

'A majorand livtly-Hssuejn the study .of public policy has been the:

146estion of the, relatiVe impO C%socioeconomic factors, such.at:a .4,ita:te'S:
,

.
).:.

..-

`Ai

,,,.

resource base and political faclOPA, such as'jntertst group acti, have
.

for determining policy outcomes. This question has by no means beenreiolved;/
..,,,,,,,t.p.

'rt
as a brief review of the literature on dtterminants of state policY.will

'suggest-. However, fihdings in this larger literature are suggestive;,Of both.

answers and problems.. in the study .of higher education polity-making. :First,

the .conclusions a researcher reacheS' are very likely to be the*resutt ,of.

.

.his/her, prior assumptions. about underlying causal relationships and'., he

,methods s/he uses to test them. For example:

"To assess accurately the relativt importance of these
eg,

independent variables. Uoolitical and socipeconomiclv it is first

necessary. to lbspecify correctly the underlying causal structure and

estimate its parameters... When thtIffecti coefficients'for a common

model of welfare policy are estimated i n a data-based ixample,,:..

socioeconomic variables are fOund to be considerably more important'

than political variables.. This conclusion differs substantially -feom

i-
interprettions founded on an appliCation of the other statistical

techniques reviewed.here." (Lewis-Beck, 1977)

These kinds of conclusions are grounds for considerable caution since we.
I

do not have well.-speg4fied causal Models for'polity in general, or for higher

education poNsty'in particular,.

20
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Second, relationshlpwhich heave been -establish emplricalfy.are

to be complicated. It appears, for example,- that political factors

important in determining social polity °Ova's, but only in relatively modern,
.

1
states,, i.e. those which.are 'wealthy and have strong ex'ecu'tives (Stoneeash and

Hayes, 1981)1

'last, there are state level variables overlooked by both. political

scientists and specialists in' higher .education lhich may account for certain "

a

.

outcomes better than either political or socioeconomic factors. For example,

population .characteristics, such as the size, density and ethOtkcomposition

of a state's opulationlwere shown to have stronger correlations with several

measures of state support for .higher education in the 1960s than: either

political, or economic variables. One population characteristic which did not

correlate with any of the'higher education policy outputs studied was "the

percentage' of state population in the 1825 year-old age group (Linden and

1976).

P

Our research int determinants. of .state :policy. affecting, private
. .

4

postsecondary institut ons is an effort to apply these. more generba) policy,

research findings about stpe level characteristics and their effects on

policy outcomes to the particular questriTof policies affecting Independent.

institutions. At the state level, variables being used are similar to many of
.

Cyr

hose, in the studies Cited above. Measures of policy outputs include such

variables as the, size and type of institutional ap0 student .aid, programs,
.7

'heir distribUtion by sectori the size of the PMatesettor, relative rates
71,

of growthpf the public and,private sectors, anchtl.:tuition gap,
,

u 4 .

.

I
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Our experience, in the case study states has.influenced the search for
...

.
. .

.

causal factors and helped us identify patternslofkbehavioto.exprope further
. A !

. .

,4
, . .

with st'atistic'al methods where this is possible. f For example,. a major issue

In New York state higher education pl anrrig is that of adapting to changing

demands for prograMs while maintaining, institutional health--all in the face

of heavy projected enrollment dClines. Competition for enrollments and sharp

conflict between the pUbldiC and private sectors in. New York go hand In hand.

I several instances competing public and private proposals for new or

e.xpanded professional degree programs have come before the I4ew York state

Board of Regents. In every case, that we know of the legislature or governor
. . .

.

-).
.

intervened on one side or the other, to insure that both public and private

proposals went forward.. This has happened even'in cases where ill availalili.'

'evidence argued against tl success ofitompeting.duplicated programs. While

It: seems cliar that there will be institutional cloSurei as a result of

changes in demand, dropping enrollment and competition, the question is, as

one planning official put it, whether. there will be public institutional

closures. The Nevi York case suggests that for state legislators new public

postsecondary institutions nay be.. the. state level equivalent :Of federal

,defense contracts. They are used Vpurchase local support and cannot easily
,

be thdrawn. It also suggests that the si and role of the private'sector

1114 little to' do with differences in fh Hrelativ( ratei.of groWth of the

two sectors in a' state. Differentes'An the mix of institutions among the

states m#V turn: out .to be artHacts of 161stdriCaT development which are

'disappearing as statt.invoivement increases. This is an bypo4hesis'that we

ate trying to test for the population Q4 stItit*ASing_quantititive methods.

22
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Resilirch does exist which tests sector- rather than state-level

explanations for variations in state aid to the independent lector. For
.

examplet
do-

Nelson (1978) tested .four motives for state support for the private

sector, including provision of tuition relief, high priority for all higher

education in the. state, support for a large and importint privatesectors and,

lasti,considerationi of "costs" of public vs. private systems. She.found that

the factors most related to state aid to' the'independent sector were "(1) an

explicit desire to help a private sector whereit an mportarit force in-the

li,fle of the state, (2) a high budget 'priority afforded higher education in

general, and '(3) a lack of commitment to low tuition at public institutions."

She also ound that the level of state support to public institutions is not

related to the amount of state,aid going to private institutions.

A

A aelated topic in thearea of explaining state spending patterns hasto

do wt.theltypothesis.of iompelitj.cin between public ark private institutions
4.

'for 'public funds. Were -again our case data helps illuminate the complex
mop

processes' which underlie quantitative findings. In her study Nelson found.

littlr evidence in most states for the widely held belief that funding

tradeOff exists between programs benefitting public and programs benefitting
Ll Vo

t a

private institutions. There however, evidence of such a tradeoff in New

York 'as well as evidence. that s ctors seem to prosper together An California,

South Carolina, and She speculated that special Aid' programs for

independent:institutions, such as New ,York's Bundy .a d Tuition ,Assistance

pograms, force tradeoff considerations .and conflict in the budget rocess.

In CalfOfniai by contrast; the independent sector is 'funded through the carne

student programs*.whick support public sector students.

.
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feeling that, to quote a frequently heard CalifOrnia higher education proverb,

'a rising tide carries 6s all."

But actors in the states even the same, actors who espouse the common

wisdom .7 do not always -,view. their policy' process in these terms. in

California inter-sector competiton does
*
occur, but it is part of a larger set

of tradeoffs found among the large public systems, the °University, State

I
University and Community Colleges:. the University and the independents have

often joined 'quietly to support studentaid formulas'which primarily benefit

students attending the University'of Califlornia and. students enrblling in

private.colleges whose.family income profiles are quite similar.

In New York independent colleges and universities are4part of a larger

legal entity,. the "University of the State.of New York," which includes all

collegiate institutions in the state. However, state programs.for independent

inietituUOns are not 'institutionalized in the budget' process, because the

, .

i
fndependents, unlike SUN? and CUNY, are not state agencies Tuition

AsSistance and Bundy programs-are viewed as "state aid to non-state agencies."

lherefore thex have lower priority for funding than public' sector programs.

For example, annual' guidelines developed between the gov rnor's office and.. the

Division of the Budget for increases have never inclmded private sector

programs like TAP and Bundy. Increases for these programs must be added on. by.

the state legislaturt.relat(vely late in the budget process. This. means that.

tradeoffs, if they occur, are not the result of routine calculations or an

4

explicit .evalution of competing claims. We should, noted however, that

recently there has been increasing. intertrst among the sectors themselves' in

presenting a united front to stateNfinancial pa cy makers.

ir
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The strongest.preliminary result to emefge from our qmptitative work on:
w

factorsinfluencing. state policy outputi is evidence that regio4, a dummy

warble ,for different geographical parts of thc country, best "explains".

variations. in public and private sector higher education spending among .the

states. This appears to be true even aftercontrolling for the relative size

of the `private sector. We find this both intriguing.'and frustrating.

IP .

letruiguing because region probably represents an interaction of important

socioeconomic and historical factors which influence 'educational policy

making; frustrating 'because these factors and their inieractions clO not-

.,

.readily lend themselves to further specification. So far we are able to

predict characteristics of a state's higher education' sec (or on the baiis Of
..

its location, but quite unable to say by these predictions should be ,

accurate.

Empirical Analysis of Policy Postures

2

In the first sections of this paper we talked about the normative and

analytical concepts of posture we have developed for.the project. In this
.

section we describe oi:\ efforts to discover empiriCally derived state postures

towards independent higher education.

A basic assumption behind our conception of state "policy posture*" it

environmental: if state level characteristics have effects on policy outputs

in particular policy sectors ,and sUbsectors, such as public and independent

higher education, then we can expict to find a pattern of such effects which
Io

Obtains for all the ,issue areas sharing that ikirOnment, in,tht absence of

Strong Intervening variables. If, f4 example, demographic and'political

31
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characteristics of a state give it a regulatory or interventioni rientation

we would expect to see relatively high levels of state i volveMent and

regulation in higher education, including in the independent sector. (le Would,

expect to find similarities in the'level of state involvement across higher

4 .

ed4cation i
.

ssue areas. For example, we might ft d thit are aid programs are
,; 4

usually associated with planning and regulatory'activity 0volt:sing the private

sector.

There is some evidence that such relations exist. In the field work we

have- found that high levels of _policy activity in one area are connected with,

high levels in others. 'For example.? in New York information collected from

Bundy aid recipients is used by the same agency as part of its program for

monitoring institutional health. The 'state#uses its accrediting power and

program review responsibility to'justify such 'ot.Sersight. In California., where

student financial aid programs were originally Justified, as a source of public

funds for independent institutions, legislators concerned with access in the

public sector are attempting to change parameters of the aid programs in ways

which would direct money away,from independent institutions to students in the

lowest cost public -institutions. These determinations will be inflUenced in

.large part by reliiatively new information collected on student aid recipients

by the California Postsecondary Education Commission.

.

With' the help of cluster and factor analysii techniques we' are looking

for patterns of covariation among state policies. . Do certain kinds of state

poltdies in fact move together? For example, doeslnstitutionAl-aid invite

program review? 14 we can identify empirkal patternspostureswhich

describe the ways states organiie their higher education sectors and proVid.

postsecondary )ervices, we may be able to relate posture'to certain kinds of

26.
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outcomes. in the states while controllilg for -.state environmental
. . k ,

characteristics. This prospect is.46ite-eXCiting. While certain state level',

characteristics, such as wealth, governing.capicity, and demographics, cannot

be easily manipulated by policy - makers, .policies may be. We-would like to

suggest answers to the-question, "Gjven certain kind of state environments,

.

rich or poor,. high or low governing capacity, ett., does a particular polity,

posture make more sense than another?" For example, are hio01levels of state

4 involvement "best" in wealthy, diverse states? Conversely, are low levels of

aid wise in poorer states? If we could answer such questions we would truly

have a basis for choice in our:policy making.

Empirical Analytis of Policy Effects on Students and ipsti-tutions.

Ntit, we would like to describe, '.briefly, the statistical analysis of

more micro relationships between stateald programs and indicators,of access,

choiCel-and.private sector health which i.beIng undertaken by Alexander Astin

at part, of the larger project.

In the sections above, state aid programs have been the. policy "outputs"
.0

of interest, the dependeht.variables. In this area of the research, however/

we are interested in the 'effects state programs and policies themselves. have

on enrollments and 'private institutions. The intent. is to compari,changes.in

1

eftollment patterns and indicators' of private sector fiscal,health across time

'periods. and across. states representing different levels of policy oommitment

to the private sector and its students., One of the hypothe'ses for test irg in

this part of the research 'is the'eXpectation that private ihstItutions wkich

are most dependent on state aid and in-state students will be More affected by

state policies and practivi -than more--srlactfura.nd affluent inst i tuti

2?
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Thus separate analyses are being carried' out for different, type of

indePengeni institutions.; The. ,primary data sources for this part of the
,..

project are HEGIS ancithe UCLA/ACE Cooperative Institutional Research Program.

Dependent Variables in this analysis include at minimum such indicators

4

of fiscal health As tuition And .fees, per student expenditures for educational.

and general purposeso.per-student endowment, total (FTE) enrollment, total

...first-time full-time enrollment (FTE); and private sector share of statewide

enrollment,. all from HEOIS; And measures.of student characteristics such as.

percentages among entering, freshmen of minority, low income, and

high-achieving students obtained, from.. CIRP. Other possibilities include

measures of the statewide) participation rate, proportion of independent

instOutions' own, funds going to student aid, and proportion of pFivate sector

student.t'recefying state aid.

'Independent ..VariabLes include the following measure. from HEWS:-

pre-tests on the dependent variables (above), "tuition gap", and the relative

size of the publi sector. Independent variables based on the CIRP data will

include pre -tests on the dependent variables. Other independent variables

. include measures of state policy outputi', in particular; types and levels of,

state aid ,program0 which -are :being used as dependent variables in the

analysis of-determinInts of state policy-described-above: We are generifing

these meaSures especially for this project. Also., where aopriatel we
A

employ as controls measures of state character[stits that might be related to

the other variables used in the.models...
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V. Studies of State Planning/Program Review and Information Policies

'In addition to the analyses of the impacts of state financial assistance

sketched above, we are alsb studying the nature, determinants and effects of

state policies in the v?anning/program review and infOrmation policy .areas.

to will comment here briefly On our approach to these two issue areas.

Plannino/ProoramHReview

14e hope to collect data for analyses of the correlates of the degree and

type of private sector involvement in state planning and program -review

"proCesses along the lines suggested in work by Wilson and Miller (1980). (The

data for this study were collected in 1976 and, at minimum, need to be

updated.) .Also, from field interviews and document review in our case study

states we should be able.to offer assessments of the actual effects of various,
I

state approaches to planning and. program review on the major state policy

.objectives in this area (access, quality, responsiveness to state .needs,

diversity and competition vs. nondupliCation, conflict control, institutional

autonomy)...

information Polio,

The extrerne'ly limited literature that touches on state information.

policies, and the independent sector (Chronister. 1978; Odell and Thetin,1981)
.

suggests that, in many states, relatively little As done by .the state:

vis.a7vis this sector along the,linta of either. police,- and planning-oriented

data coltoction'i pr the dissemination of consumer-oriented information.

Private sector representatives seem to have varied reactions as to 'the

----de sivabi-i-i-t-y7-7;47----thl-i-S-rni#4-atscrf---#44-&-11-s-40-dt.1+ and The 1 in 1981) . On the one

29
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hand, they are not anxious to bear the burdens. of large-scale data collectiOn
.

and have some concerns about.allowingpublic officials to probe-the internal

workings of their institutions more deeply, since this might ultimately lead

to state efforts to circumscribe their- freedom of action. But, many of them
t.

Nqopir also seem to be aware. that certain kinds of information and analysis can.be

Valuable, even necessary, to the independent sector.in the competition for

state .funds (Odell land Thelin 1981:. 63-64). . Also,. private sector'

organizations.seem to be positively-disposed lipward the development ore

consumer - oriented Anformatibn (Odell and Thelin 1981: 66-69; 'National
/1

Association of Independent Colleges and Universities 1984).

In our research we seek to document trends in the scope and content of

state data.collection about private institutions as compared to publics, and

to see if these can be.understood In terms Of states' policy postures as

. postulated in our conceptual framework. Thus, we are very much interested in

how And how much) the state authorities use the information they collect. For

example, given the state of modern information tethnology, even a

laissez-faire-oriented state mighL collect substantial routine information

about its independent 'institutions, but we would hypothesize that rather

little 9f significance for policy or consumer decisionmaking would be done

with it. In a regulated state we would expect both extensive routine data .

collection about .all sectors and heavy use of it in planning 'program review;';-

budgeting, and the monitorip of - compliance with state policy. AlSo, the,

state authorities in such a:state should. be ggite concerned with data

acrolls )ns.titUtions and s ctOrls. In .the

maket-compeCtively-oriented state, me would expect o vie much less us, of

omp argil i 1 i ttY

detailed data about institutions for. such routine policy-purposes, but more
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interest in information useful for-evaluating the .educat anal Merits and costs

of individual institulionsUa'Students and pareiitS). and 'fie effectiveness.of.-

)

competitively-oriented state policies (for state policymakers)..]
(

In terms of specific impacts, we are of course interested in trende'in

costs- and in the., burden 'of informatiOn colleCtiOn and dissentinatio6,

particularly to the independent' institutions.. We are also interested in the

extent of CoMpliance with, state information requests and with any political

conflicts or autonomy concerns these may have raised. Also, we are concerned
. A

with the effects data comparability preSsures may have had on academic

detikions and i.nstitutional autonomy. A very baiic questi'on of .interestjs:

to what extent .do information and analysis actually affect stateyolicymaking

vis =a -;vis the private sectn.and with what consequences for these institutions,

"(.4iate dollars flowing to them, relative competitive position, fiscal health,

postiEde academic quality effectS, etc.)? And, if the state has' a substantial

./
program of consumer--oriented. information. provision, is there evidence of

posi.tive impact?
z

These are among the key questions we seek to answer in regard to

information policy. As with planning and program review policiest'astessments

of.policy impact'will. be primarily qualitative, based on interyiews and review

of pertinent documents. For better or worse, there are simply no praCtically

',AIM:0e objective indicators of policy .impact in:this areaiharcan play.

more than a secondary role in the analysis.

c.

4
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VI.. Conclusion . .

At the/Conclusion of the study, we' expect to have improved considerably

the knowledge-base.about the determinants and ef4ects of state .policies that

?touch in substantial -ways on independent postsecondary educational

institutions. In addition, we hope that"' our conteptual . framework.. for.

,understanding the origins and nature of state highe'r education policies more

broadly will help to stimulate further theorizing and empirical research on

policymaking in .areas beyond the scope of the present project. If we make

sigflificant progress toward both these aims, we will feel that our efforts

have been well rewarded.
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Note's,

1The 1981 total FTE enrollMents in theprivate se;tor in Cal iforni.a. amounted

to.153,839 students, or 1s41"/.of the:total. statewide'encalments, compared to

Indianess.48,805 students., or 26%. of the total (Education Commission of the

.States--National Center. for Higher Education Management Systems -- -State Higher

Education Executive Officers Association 1982).
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